We investigate determinants of firms' direction of trade by using panel data of Vietnam's footwear firms for the 2006-2010 period. Since no variance was found between firms, a pooled multinomial logit model is consequently preferable. Notably, the economies of scale show positive and significant effects for footwear firms serving the USA and EU markets. Although Vietnamese footwear firms are less likely to export to the ASEAN countries, they tend to focus on the diversification of products in this market. Both private and FDI firms are less likely to export to the EU compared with their counter parts owned by the State (SOEs). However, private firms outperform SOES in the U.S market.
Introduction
Trade liberalization and multilateral trade agreements have encouraged the development of international trade and foreign investment especially the export trade brings opportunity to serve foreign markets of local manufacturing firms. However, in order to confront market risks and improve their competitiveness, exporting firms need to continuously innovate and diversify their product and market ranges. However, importing countries such as the US and EU, with a variety of choices tend to impose trade barriers on products from less developed and developing countries including Vietnam. It is important to note that from 1998 to 2008, the EU had initiated 332 anti-dumping investigations 3 in which 59% of cases involved Asian export and the USA is applying anti-dumping measures on shrimp from Vietnam 4 .
In recent years, Vietnam has been further integrating into the world economy and export has been contributing to the national income, creating more job opportunities and enhancing firms' productivity. Since the country implemented its Doi Moi policy in 1986, the export value of Vietnam increased remarkably from US$39.8 billion in 2006 to US$132 billion in 2013, equivalent to 60% and 77.1% of total GDP respectively. Notably, Vietnamese footwear industry ranks third in export value after crude oil and textiles, making up for about 7.2% of total export turnover of Vietnam from the period of 2006-2013. During this period, there are about 128 enterprises involving in the export of footwear products. These firms have been able to export to many countries around the world, especially to the prominent economies such as the EU, USA, ASEAN, China and Japan.
From 2006 to 2010, the USA remained the biggest partner of Vietnam's footwear, at nearly US$1.5 billion in 2010. It was followed by EU countries with US$ 2.5 billion in the same year. Source: Authors' calculation (STATA 14.0) It is also worth noting that footwear exporting firms of Vietnam have achieved a diverse development in terms of market value (Table 1) . Although the percentage of firms being able to export to only one market was very high, the export value was relatively low. Conversely, there were only a limited number of firms which can diversify their export markets but account for a larger share of total exports especially for the enterprises being able to export footwear product to 10 markets. It is clearly showed that Vietnamese footwear firms are very different in terms of export capacity.
During this period, there are about 128 enterprises involving in the production and export of footwear products. These firms have been able to supply in many countries especially in largest economies such as the EU, USA, ASEAN, China, Korea and Japan. From 2006 to 2010, the USA remained the biggest partner of Vietnam's footwear, at nearly US$1.5 billion in 2010. It was followed by EU countries with US$ 2.5 billion in the same year.
Firms in their process of destination-specific internationalization may be faced with both external and internal challenges. In some small and emerging economies such as Vietnam, it is impossible to discuss the issues of firm's internationalization without trade orientation as well as destination-specific internationalization. In the internationalization process, firms tend to expand their scope of activities with the aim to increase their economies of scale. As a result, there is the causality between economies of scale and international trade and countries with the relatively large share in domestic market are more likely to be exporter of such goods (Krugman, 1980) . Sleptsova (2010) explained that economies of scale exhibited a variation of positive and negative effects on different sectors when it comes to exporting from Ukraine to EU. With firms coming from small domestic markets, the effect of economies of scale is very diminutive in determining the performance of these firms in foreign markets (Helpman, 1984 and Ethier, 1979) .
Product diversification has been noticed by scholars in studying about international trade as its importance on the penetration of firms to foreign markets. Hopttop et al. (2005) examined whether exporters' performance was manipulated by product specialization or diversification. The result showed that firms being able to develop more diverse products had better export sales than those are not. Arrow (1962) postulated a theory of learning by doing whereby firms can learn by exporting an increasing number of new products. In other cases, launching a new product presents a firm's innovation capacity. In contrast, Balwin and Gu (2004) emphasized on product specialization which implied that when entering export market, firms tend to focus on a particular range of products rather than a variety of items which allows for exploitation of scale economies. Similarly, Amable (2000), Laursen (2000) and Peneder (2002) showed their empirical results which stressed the impact of product specialization on export trade. However, Funke and Ruhwedel (2001) found that product diversification is only significant in the industry of capitalintensive products, while in that of labor-intensive, more diverse products do not express any inconsistency in export performance.
For a long time, at firm-level internationalization, business governance has been taken as a main determinant for the successful establishment of export firms. In recent theories about international trade, the focal point has been migrated to another entity-firm's productivity or firm's efficiency. This notion literally broadened the scope of research of trade internationalization at micro-level. Melitz (2003) featured firm's productivity as the major determinant for export firms in entering foreign markets. Furthermore, evidences from numerous literatures in different countries such as Sofronis et al. (1998) for Colombia, Mexico, and Morocco; Bernard and Jensen (1999) for the United States; Bee-Yan Aw et al. (2000) for Taiwan exhibited the similitude in the sense that productive firms tend to be more adaptable to confront the adversity of foreign markets than other ones.
Moreover, Sleptsova (2010) and Bernard and Jensen (2004) addressed that productivity is prerequisite when determining firms on entry foreign markets. Meanwhile, stressed that there is no such strong correlation between export activity and labor productivity or total factor productivity. Likewise, the question of whether exporting in turn raises productivity is also mentioned by Biesebroeck (2005) , Loecker (2007), Mukim (2011), Delgado et al. (2002) .
A firm operating for a long period of time may be more experienced than a newborn one because this firm can learn from doing. Older firms can generate cumulative skills, they are therefore expected to perform better than the younger (Majumdar, 1997; Iyer, 2010; Fakih and Ghazalian, 2013; Javalgi et al. 2000) . Nevertheless, there are some controversial arguments. Older firms seem to be less flexible to adapt to new markets, resulting in lower export performance compared with the younger one (Amornkitvikai et al. 2012 ).
Type of firm ownership also plays an important effect on firm performance in which difference of organizational characteristics and managerial styles could lead to different performance outcomes. Many studies stated that state-owned firms perform worse than foreign firms (Aggrey et al. 2010; Rankin et al. 2005; Javalgi et al. 2000; Farole and Winkle, 2011; Özçelic and Taymaz, 2003) . It could be explained that foreign owned firms gain the highest competiveness in not only low production cost which is resulted from their technology transfer to less developed regions but also wider destination markets, created by achieving better management skills.
Examining determinants for trade orientation of exporting firms is of crucial importance especially to firms from a developing country such as Vietnam. However, until now, there has not been any study which investigates export trade direction of Vietnamese footwear sector. This paper is the first to examine if the above mentioned determinants are relevant to identify firms' export direction as well as their export market selection. As such, our paper addresses the following research questions: The remainder of this paper is organized as follows. Section 2 gives an overview of Vietnam's footwear exports for a 2006-2010 period. Section 3 explains the methodology and data. The regression results are reported in section 4. The last section concludes the paper.
Overview of Vietnam's footwear exports
The charts below show the total number as well as the export values of Vietnam's footwear firms to top ten prominent markets from 2006 to 2010. Figure 1 is only around 2% of the total export values are benefited from this region. All in all, while the USA and EU markets dominated the proportion of total export values with more than 60% in 2010, the rest is from other markets in the world.
In terms of type of firm's ownership, it is obviously shown that FDI companies 5 generated the largest revenue in the market of Vietnam's footwear exports. These firms' export values accounted for approximately 65% of the total and on the increasing trend. About private firms 6 , the export value increased throughout years but in comparison to the whole, the proportion has sunk from 33.2% in 2006 to 28.6% in 2010. Finally, SOEs export value 5 A firm operates in the form of either establishing business operations or acquiring business asset in another country. 6 A firm is operated by private and local individuals.
deposited very modestly and after the peak in 2008, it is on the vast declining trend and notably, SOEs did not contribute as much as the private and FDI enterprises did. 
Source: General Department of Vietnam's Custom
As seen in Table 4 , private firms dominate the sector, accounting around 55% of the total.
The upward trend also explains their share in export value. On the other hand, the number of FDI firms was smaller than that of private firms however accounting the largest share in export value. The notion stressed out the importance of FDI firms in the export activities of Vietnam's footwear.
The ages of Vietnamese footwear firms ranged from 1 to 53 years. From the Figure 4 , nearly 60% of export firms are young companies the years of establishment of which are less than ten years and firms aging from 11 to 20 years account for 37% of the total. Notably, vast majority of firms falling in these categories are private and FDI enterprises.
Older firms aging more than 20 years accounted for only 5% and are mostly SOEs. 3. Data and methodology
The model
We apply the multinomial logit model to measure and analyze the determinants affecting the choices of market entry of Vietnamese footwear firms including the USA, EU and ASEAN markets. This model allows us to identify the percentage of firms exporting to any markets in a particular year and the maximum value of exports gained by a firm as follows:
Where in V is the utility function of the destination country n for firm i im V is the utility function of destination country m for firm i iq V is the utility function of destination country q for firm i ip V is the utility function of destination country p for firm i
And in P is the probability of market entry n of firm i
The multinomial logit which is applied in this study includes: * Dependent variable: includes 4 nominal variables such as the USA, EU, ASEAN and NEAU (country group does not cover EU, US and ASEAN countries).
* Independent variables:
-Total value of export of firm i in year t measures firm's specialization.
-Number of footwear products of firm i in year t measures the product diversification of a firm.
-Labor productivity of firm i in year t is identified by dividing a firm's revenue by its total number employees.
-Age of firm is identified upon the year of establishment. 
Empirical results
The empirical results reported in Table 6 present while it is negative and significant at 1% for footwear firms exporting to ASEAN countries. In other words, footwear firms are more likely to be attracted by the USA and European markets rather than ASEAN. The USA and EU are known to capture major market segment of the international market and it seems that Vietnam has achieved a degree of specification in footwear sector in trade with the US and the EU. negatively the possibility of firms to export to the EU showing that firms with higher specialization tend to export to EU meanwhile it is positive but insignificant for firms serving the US market. The product diversification factor show positive and significant sign if firms exports to the ASEAN market. To put it differently, firms with heterogeneous products tend to choose the ASEAN market to export. Funke and Ruhwedel (2001) found that export diversification is expected to have positive connection with economic growth in transition time. Similarly, Vietnam is experiencing product diversity when exporting to demanding markets. It should also be noted that there is not enough evident to conclude that Vietnamese footwear firms are more likely to export to the USA although this indicator shows positive sign in the US market.
In line with a variety of papers implying that more productive firms could reach more distant and large markets (Bastos and Silva, 2010; Bernard and Jensen, 2004; Bernard and Wagner, 1997; Bigsten et al. 2000; Clerides et al. 1998; Fernandes and Isgut, 2005; Muûls and Pisu, 2009 ), our findings indicate that firms' labor productivity shows the positive and significant effect to their direction of export trade to the USA and ASEAN. However, it captures a negative and insignificant sign when firms decide to choose EU as their destination market.
A negative sign of firm age is found in all markets including both the distant markets such as the US and the surrounding market such as the ASEAN. That means young firms dominate the footwear export sector of Vietnam. While it found to be significant for the case of firms exporting to the US and ASEAN at 1% and 5% respectively, it is insignificant when firms export to the EU. In fact, many studies on determinants of exports show no effect of firm age with respect to export performance (Sousa and Bradley, 2009; Papadogonas et al 2007; Robson et al. 2012; Iyer, 2010) . There are some possible explanations for the mixed effect of firm age. On the one side, a longestablished firm is more likely to accumulate managerial skills, financial capacity and understanding of the law of foreign markets. In contrast, young firms may not have enough experience to compete with their larger international rivals when launching a global competition campaign. On the other side, although older firms should be more efficient through their learning-by-doing process (Amornkitvikai et al. 2012) , younger firms tend to be more dynamic, thus finding it easier to adapt to changes in the law and business environment overseas.
Ownership of firms may generate obstacle for firms in decision to choose their destination markets. Both private and FDI firms are less likely to export to the EU compared with their counter parts owned by the State (SOEs). In fact, SOEs in Vietnam get official priority that benefit from financial grants from the government budget with lower corporation tax rate and easy access to state funds and real estate. It also shows positive but insignificant sign of trade flow from Vietnam to the ASEAN in private and FDI sectors. Interestingly, for firms choosing the US as their destination markets, private firms are shown to be more dynamic than the FDI firms. However, foreign firms have been found to be more effective in enhancing their export performance (Aggrey et al. 2010; Özçelic and Taymaz, 2003; Farole and Winkler, 2011; Michiel, 2002) .
Firm's types of ownership: Does it matter?
Because the role of the FDI footwear firms is important in terms of export trade value in almost all markets, we tried to test whether our regression results remain robust if firms owned by different entities are sequently dropped out of the dataset. When only SOEs and private enterprises are included in the dataset, we do not find any change of sign in all indicators. Nevertheless, we found the differences in significant level in the robustness result. Specifically, export value is not significant factor that affects export trade flow from Vietnam to the USA while it performs a crucial part in the EU and ASEAN markets. In addition, the product diversification indicator also loses its role in the EU market when the insignificant rate changes are found, meaning that it is statistically uncertain that heterogeneous firms tend not to export to the EU. More importantly, both SOE and private firms become influential determinants in the USA at 1% significant emphasizing that these both types of business ownership in the model have high probability to export to the USA.
Conclusion
The paper analyzes various determinants of Vietnam's footwear firms' market selection.
We are particularly interested in examining the effects of firms' scale as well as their product diversification. To some extent, firms' export scale present how they can specialize in serving the international market and firms' product diversification shows their product innovation. Our finding shows that there is a systematical difference between Vietnamese footwear firms exporting to the US, EU and ASEAN markets.
The regression results of the pooled multinomial logit model show that footwear firms are more likely to target to the US and EU markets. Although these markets are, in fact hardly to penetrate, they become more attractive rather than the remaining ones including the ASEAN countries. Surprisingly, firms exporting to the EU market are less likely to diversify products whereas the demand for different types of products is seen to be higher in the ASEAN countries.
